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Abstract 
Microfinance is a tool to enhance the well-being of the individuals through poverty reduction. It 
is also considered as an effective instrument for social development-controversies arise when we 
try to critically analyze the different aspects of microfinance models. But the bottom-up 
approach cannot be denied at all when gender is taken into consideration. In a developing 
country, like, India, there are instances where women are still deprived and gender inequality is 
quite prominent. Moreover, evidences demonstrate that the microfinance models worked best for 
women and often targeted women. This paper provides a combination of narratives and 
secondary data. The paper also throws light on conceptualizing a worker's contribution in the 
area and the role of the implementing organizations at different stages. At the end, the paper 
proposes an informalized road map for the holistic development of the client to bring out 
sustainability in the microfinance delivery models in India.  
Keywords: microfinance; sustainability; informalized; hybrid; client-centered development. 
Introduction 
The contemporary scenario in India witnesses that women are standing at the crossroads with 
men in the area of microfinance. Women, who consist of almost half of the population, are 
professed as vulnerable in our society; although the forms and levels of vulnerability may vary 
significantly from rural to urban settings, age-wise etc. Additionally, the contribution of this 
segment of the population cannot be denied as they play a crucial role in both within and outside 
the family. Against this backdrop, microfinance has become a popular tool for social 
development and has been used mainly for women. The tool aimed at income generating 
activities, empowering women and reducing the vulnerability of the working poor. This has 
resulted in the rising demand for microfinance institutions (MFIs) to reach the underprivileged 
population. These institutions are mainly engaged in financial activities but also have social 
implications.    
Yet there is other aspect to this. Commercial banks are also engaged in micro-financing. But they 
are far away from the people. They are not able to reach the grassroots to serve the poorest of the 
poor due to their incorporated market strategies. Most of the women do not have the opportunity 
to approach the bank first for loans. Therefore, at times, women have the capacity but not the 
economic opportunity to use. Thus the role of women in microfinance institution is fundamental.  
Women have been the client for the most part as microfinance has been working as a poor 
women's survival strategy. As a result, the movement for women empowerment, social justice 
and equality, gave birth to an independent industry; this industry included stakeholders, like, 
women from different background and their families, the bank and above all the organization 
who facilitates the linkages of these two. As a result, the industry gave birth to skill, efficiency 
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and gave large opportunities to people to be served. Soon women became a part of the growth 
and opportunity. Consequently, the impact of microfinance had become dense enough where 
microfinance is regarded as a facilitator for 'women's collective empowerment' (Sanyal, 2009). 
With this notion in mind, the paper would like to focus on exploring contemporary situations in 
regard to poverty where microfinance worked as best strategies for economic and social 
development of women in India. 
Review of Literature 
Concept of microfinance 
Microfinance is an interesting initiative and is considered as a large umbrella under which 
microcredit, micro-insurance, micro-franchising etc serve as few of the component. In the 
simplest denotative sense, it is a formal set up aiming at the well-being of the poor. Looking 
from the worldwide perspective, Schreiner compared microfinance and informal finance where 
he emphasized on joint-liability group and the use of loan officer in microcredit. These uses 
eventually resisted to reach the poorest of the poor segment and reverted from fulfilling the 
ultimate goal (Schreiner, Informal Finance and the Design of Microfinance, 2000). Hulme added 
to the position of microfinance worldwide mentioning that microfinance serves as a part of 
poverty reduction strategy and according to him, the concept of microcredit and micro debt do 
not have much difference (Hulme, Is microdebt good for poor people?: A note on the dark side 
of microfinance, 2007). Thus microcredit refers to a tool which serves the people in need by 
providing small loans and aims at the overall development of the individuals. Informal economy 
often face cash constraint; microfinance helps these disadvantaged people in the informal sector 
with small loans to either start a business if they did not have one or help them to grow an 
existing business and even sometimes it helps them to refinance their existing loans. 
Microfinance provides financial services and also provides various opportunities in the lives of 
the poor as well as savings and insurance to keep their livelihood intact. It focuses on individuals 
so that they can become self-sufficient and set their goals in life. Microfinance being an active 
and potential tool, it helps women to learn and develop skills which imply change and helps 
them step ahead towards empowerment. The tool helps to bring stability and facilitates access to 
basic rights through the implementation of microfinance.  
History of microfinance 
The use of microfinance organization can be traced since the early 1700s when financial 
organizations used to provide small loans to the rural community. History shows that in 1846 
Germany evidenced the use of microfinance institutions (MFIs) to help the local farmers of the 
community. Later in 1974, Professor Muhammad Yunus from Bangladesh established the 
world's first MFI named as the 'Grameen Bank' which aimed at empowering women and to bring 
about the sustainable operation of microfinance. The concept was popularized by the self-help 
groups as loans were provided to the group and not to the individuals (Stenzel, 2009). Later the 
United Nation declared 2005 to be the International Year of Microcredit. 
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Microfinance- contemporary Indian scenario 
Bateman and Chang in their study have challenged existing microfinance model worldwide. 
According to them, the existing microfinance models do not have a positive association with 
sustainable poverty reduction in terms of local economic and social development; rather it 
accentuates developing models around the financial cooperatives, creates unions, development 
banks at a different level, like, local and national level etc. They considered microfinance as a 
‘powerful poverty trap’ which is associated with neoliberalism and globalization project 
(Bateman & Chang, 2012). In India, National Bank for Agriculture and Rural Development 
(NABARD) was the first one to initiate the microfinance programmes. Later in the early 1980s, 
Government of India (GoI) launched the Integrated Rural Development Program (IRDP) which 
was regarded as a poverty alleviation credit programme. In 1999, the Swaranjayanti Gram 
Swarazagar Yojana (SGSY) was launched by the government of India(GoI). This programme 
was an accumulation and alteration of different credit programmes while the main focus aimed at 
continuing to fulfill some of the previous objectives of the extinct programmes. The 
Swaranjayanti Gram Swarazagar Yojana ‘aimed to provide subsidized credit to the poor through 
the banking sector and to generate self-employment through a self-help group approach’. Later 
the programme grew in size and gained its popularity. In 2005, the government intervention for 
the micro-finance institutions(MFIs) became non-stringent allowing them to move forward for 
external commercial borrowings. This resulted in facilitating a collaborative approach between 
both the MFIs sector and the private banking sector. Therefore, the MFIs were able to gain better 
capacity. Later, to regulate the MFI sector, the GoI proposed to introduce microfinance act 
through the budget plan (Karmakar, 2008). India is considered as one of the ‘microfinance-
saturated’ countries (defined in terms of borrowers per capita). This article is an attempt to bring 
out a snapshot of the grassroots level implementation of microfinance project in India. It utilizes 
the economic model for better social benefits by intending a sustainable microfinance system. 
Objectives 
While understanding the history of microfinance, the paper centered on few objectives to portrait 
the current scenario of poverty reduction. It focuses on exploring contemporary situations where 
microfinance worked as best strategies for economic and social development of women in India. 
The article also threw light on the role of the worker and the implementing organizations at 
different stages and traces to conceptualize a worker's contribution at a different level. At the 
end, it tried to propose an informalized road map for the holistic development of the client and to 
bring out sustainability in the microfinance delivery models. Along with these guidelines, few 
research questions have been emerged, such as- 
 How does microfinance work in contemporary Indian scenario as a poverty reduction 
strategy? 
 What is the role of the worker working in a microfinance implementing organization? 
 Can we propose an informalized road map for the holistic development of the client and 
to bring out sustainability in the microfinance delivery model? 
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Research Methodology Adopted 
The paper examined the role of microfinance in the lives of the women in the area of Azamgarh 
and Jaunpur, Uttar Pradesh by relying primarily on qualitative methods namely, focused group 
discussions (FGDs) and in-depth interviews (IDIs) to collect data from women aged not more 
than 60 years.  
35 women who have been a part of the microfinance system for at least two years have been 
taken into considerations for IDIs to get an in-depth understanding of situations where 
microfinance worked as one of the best strategies for economic and social development of 
women. The sampling procedure adopted was purposive sampling method.  
FGDs were conducted with a different group of participants (not the women who have been 
interviewed) of 10 and 12 numbers of women in two different area of the study area. Secondary 
data from journals and various books on microfinance were also used to analyze the role of 
social worker in the area of microfinance to have a better understanding of the role of the 
organizations working for microfinance. The name of the clients and the name of the non-
governmental organization have been used pseudonymously. Data have been presented through 
narratives and case studies respectively. 
Findings and Discussions 
Microfinance: recapitulating different situation  
During the in-depth interviews and focused group discussions, the respondents were asked about 
how they have heard of microfinance. Findings from both in-depth interviews and FGDs 
revealed that majority of the interviewees and participants have heard about it from different 
sources. For instance, a woman aged 43 years said: 
One day the ward councilor introduced to 'Bhaiya' of the organization. He came to us and 
said that we can get a loan and start off our own business. We all thought that it was 
impossible and paid no attention.  
Another woman added her voice and said that: 
Once while I visited my parents for a couple of days, my brother's wife took me to a 
group meeting. At first I felt awkward but later on, I liked the concept of getting hassle 
free loan. 
The respondents belonged from an urban background and were engaged in a variety of 
occupations. For e.g., street vendors, hawkers, daily labourers etc. Mrs. Meenakshi who was 
about 35 years old reported that her first two loans were used for household consumptions. Few 
of them even reported that their first two to three loans were used to repay the debt of other 
people. Later Meenakshi added that she had the opportunity to complete a beautician course with 
the money she got from the group- 
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I am very much sustainable now. Presently, I am running and managing my own 
business. I am confident in myself. The success in my business has a huge impact on my 
personal and family life. I have also created jobs for skillful ladies in my area.  
During the FGD participants were asked about what services they expected when they first 
joined the group. Overwhelmingly, almost all participants in the group believed that they would 
get loans; very few of them expected that they would get training in addition to the loans. One of 
the participants remarked- 
 We had doubts when they asked us to save our money with them; we were scared if we 
get cheated or not and questioned ourselves about the safety of keeping the money with 
them.   
During IDIs, it came up that most of the respondents were able to get on to their expectations. 
Here getting loans for themselves were the most common set of expectations, while few of them 
reported that they also liked the concept of credit insurance; none of the components were 
reported as not meeting their expectations. Surprisingly, few of them added that even getting 
easy loan was the main attraction, one of them said- 
Making time for the group was difficult. The family members, specially the husbands and 
mother-in-laws did not like us to come out of the house and have more access to social 
contacts. But sometimes we feel that we enjoy the opportunity of sharing in the group, 
chit-chatting. 
However, some of the interview respondents reported that they had a hard to come out of the 
house and access the facility. It was found that almost all of them had to face challenges in 
regard to participating in the group. But now they feel that things have changed and people have 
become quite aware of microfinance. In this regard, someone added by saying that- 
Microfinance has become a part of our daily life, everyone is aware of the process.  
 Most of the respondents who claimed to comprise significant changes in their lives after been 
engaged in microfinance process believed it as an effective tool to reach the people in need. 
Shabnan (38years old), a mother of five children and worked as a fruit vendor, reported that- 
Before I could not go to the bank alone and talk to anyone. Ever since I have joined the 
group, I started socializing more; I have started believing in myself, gained confidence. I 
also see a difference in the way I am treated at home. Before my husband used to 
misbehave with me and was very rude to me. Now he is happy as I am also been able to 
contribute to my family and treats me better. 
However, most of the respondents and participants were very happy and satisfied with the tool 
and upfront accepted the changes it has brought. In this regard, it was essential to give time as 
many as three to four cycles of loans to the women to determine the changes within an individual 
as well as within the family; therefore, women who have been a part of the self-help groups, 
working on microfinance process, have been taken into consideration. Women were found where 
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they contributed to rebuilding their houses from mud house to brick house or from kuchcha 
house to pukka house, from thatched roof to tin-roofed house etc. They also reported that they 
wished to lend money to take care of the health and education of their children. Many of them 
also reported of being able to afford tuitions for their children. They further added that they see a 
different future for their children, especially for their daughters. 
From the FGD, the opinion of the participants added yet another aspect of microfinance; it 
became the two sides of a coin. One of the women aged about 45 years said: 
It is the microfinance where some people get trapped in the vicious circle of debt and 
later on becomes difficult for them to come out of it. It worsens the situation to that 
extent where women thought of committing suicide when they were not able to pay back 
the loan and felt very humiliated.  
Most of the information received made it evident about the crucial role of microfinance which 
cannot be denied. However, a number of instances came up where the women did not use the 
loan amount directly but helped their husbands to expand or continue with a business. Another 
area of concern was the situation where microfinance worked as a chasing mechanism. Even 
though the Reserve Bank of India has put restrictions on sending legal notices, threatening the 
beneficiaries, a number of cases were still reported where people went up to the extent of 
committing suicide, thus questioning the system of microfinance. Another challenge was 
identifying the right person for providing loans; there were instances where women took multiple 
loans, some of them were using for personal benefits. Strategic intervention to bring about 
changes in the mind set of people and building trust should be an essential component; also 
women with fewer resources and more problems should be encouraged to join the group. These 
major concerns can be best handled by the non-governmental organizations who work closely 
with the community. 
Role of the worker in implementing microfinance services 
The organizations who offered microfinance services had to handle multiple supports, like, 
 providing initial capital for women,  
 support for managing income,  
 involving the beneficiaries to different income-generation schemes,  
 offering multiple infrastructure support etc.  
As a result of effective implementation of the programme, the individual's income goes up. The 
increase in the income develops the savings habit of the beneficiaries and helps to handle 
different difficult and crisis situation of the members. The organizations also offer multiple 
layers of support, like- 
 better opportunity for addressing issues e.g., malnutrition, gender inequality,  
 development of educational or vocational skills,  
 building social capital through support groups,  
 working on better networking, advocacy etc, 
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-therefore, facilitating the empowerment process. The natures of the organizations involved in 
microfinance process are either a purely financial institution (commercial organization) or a 
purely social institution (non-profit organizations) (Thomas & Sinha, 2009).  
The 'hybrid model' and 'hybrid organization' are the two typical concepts developed by two 
Bolivian Microfinance organization, namely, Banco Solidario (BancoSol) and Caja de Ahorro y 
Prestamo (Los Andes), respectively. These organizations are based on both social and financial 
values and can be treated as an early step towards sustainable form. These organizations reach 
their goals through modern capitalism and at the same time based on humanitarian principles 
(Battilana, Lee, & Dorsey, 2012).  
 Name of 
Organization 
Bolivian microfinance NGO-Banco 
Solidario (BancoSol) 
Bolivian commercial microfinance 
organization, Caja de Ahorro y 




Strategy Believed that both social work and 
banking skills are essentials to work 
in microfinance, thus hired a 
combination of employees from the 
social and business sectors and 
planned to train them to work 
together to achieve common goals. 
Based on the idea that hiring college 
graduates with essentially no work 
experience and later training them to be 
microfinance loan officers; this may 
result in a committed worker both to the 
social mission of the organization and 
to effective operations.  
Value base Social only Financial only 
Model 
developed 
From a typical nonprofit 
organization to a hybrid. 
From a commercial microfinance 
organization to a hybrid. 
Table 1-Source: Adapted from (Battilana, Lee, & Dorsey, 2012) 
A holistic approach towards sustain operations in the area of microfinance may be obtained from 
the combination of these mentioned two models. The proposed model of intervention suggests 
that hiring a combination of employees from the social and business sectors would be beneficial. 
Later on, they can be trained to pursue a social mission but rely significantly on economic 
aspects. As a result, they work together to achieve common goals. This strategy would produce 
both social value and commercial revenue through a single, unified strategy (Battilana, Lee, & 
Dorsey, 2012). 
In this regard, analyzing the role of the worker would propose a better intervention strategy. The 
bottom-up approach of the organization working on microfinance and the responsibility of the 
worker are very crucial. Both of them focus on social aspects through financial intervention. The 
worker is the one who works directly with the beneficiaries by identifying with whom to work 
and builds rapport; the base starts by disseminating information to the community about the 
microfinance process and how they can be benefitted from it.  
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 The worker is responsible for conducting a baseline survey as he tries to identify an area 
to work on. 
 The worker must have knowledge about the community and understand its culture. For 
example, the worker might inform that people without having any asset or guarantor 
won't be able to borrow money from the bank. But forming a group and borrowing 
money would be easy and probably look for a group-loan scheme. 
 The worker must have the skill to motivate the community to participate in the process by 
considering the ethical ground but not by forcing them. He must be empathetic while 
dealing with them. The role of the worker scales around his ability to identify from 
thousands and thousands of people where the loans would be productive and turn the loan 
to value for the betterment of the beneficiaries' lives. 
 The next challenge the worker may face could be the 'right choice' by identifying the 
clients and ultimately reach the 'poor in need'. Surveying the neighborhood and then 
conducting a meeting to inform the women about the 'loan product' is an important phase. 
 The worker uses his leadership qualities while forming the group and assists to develop a 
protocol for the group. 
 Identifying the training needs of the group and ultimately responding to the need is 
another crucial role. Training is an important aspect; identifying resources for training on 
business management, book keeping, insurance (as they are provided with microcredit 
insurance), micro savings etc are important. 
 The worker must know the business of his client; if the worker does not monitor about 
how the money has been spent, then chances are that a major part of it may be used for 
consumption. Moreover, if the client borrows to consume, then the client will not be able 
to help herself and walk towards financial independence. The reason may be pointed out 
as the loan generally needs to be repaid with high interest on top of the repayment of the 
loan amount.  
 The worker acts as a facilitator while the group starts functioning; the smooth operation 
of the group emphasizes on social contact and social interaction of the members. 
 The social aspects of the group are focused along with the financial part. Teaching and 
motivating them to save is important and make people realize that savings help towards 
empowerment. 
 The worker must be able to monitor from time to time the activities and progress of the 
group. 
 At the end, conducting evaluation study by utilizing baseline data and end line data make 
it quite challenging for the worker by taking necessary actions on his part. 
The study of Jayapal added conceptuality and gives a better understanding of the social worker 
working in the microfinance sector. He has clearly mentioned the tasks of the worker working 
for women empowerment by utilizing different methods of social work from time to time, 
organizing awareness programmes for the community, collaborative efforts of Schools of Social 
Work for better designing, monitoring and evaluation for SHGs, carrying out further research in 
different women’s development aspects and promote legal awareness among women (Jayapal, 
2014).  If all these aspects are addressed properly, significant change can be expected. 
Ultimately, the worker can become the potential player in the process as he emphasizes on the 
INTERNATIONAL RESEARCH JOURNAL OF MULTIDISCIPLINARY 
STUDIES 
  
Vol. 3, Issue 8, August, 2017       ISSN (Online): 2454-8499      Impact Factor: 1.3599(GIF), 
                                                                                                                   0.679(IIFS) 
1st August, 2017                                            Page No: 9 
Web: www.irjms.in                Email: irjms2015@gmail.com, irjms.in@gmail.com           
holistic approach for the betterment of the individual as well as the community. In brief, the role 
of the worker could be based on either of the models, the 'hybrid model' or the 'hybrid 
organization' while focusing on the functions of the worker at different phases.   
Proposal for more informalized system: best use of client-centered development  
One of the key issues which need to be a concern is the debt and where the debt is leading the 
individuals. It is not desirable that the individual becomes more and more dependable on loans. It 
should be a situation where the individual may be helped to help themselves and support the 
holistic development. Social work practitioners need to demonstrate the integration of all aspects 
of learning microfinance, including knowledge and experience of working with people as well as 
financial management in terms of their capabilities and be able to generalize and transfer their 
learning to untaught applications. Employing the 'hybrid model' or 'hybrid organization' from the 
part of the service provider and introducing different concepts for the beneficiaries could boost 
the system of microfinance. For example, the concept of 'safe-deposit boxes', 'matched-savings 
accounts' and 'savings-club' may be cooperated in developing a new model of microfinance 
(Vonderlack & Schreiner, 2002). Here the client's problem, survival and welfare should be the 
concern while replacing profit making as the only option. Introduction to 'client centered' 
practice as a way to meet the present and future of microfinance sustainability crisis should 
become the code word. 
Conclusion 
In conclusion, it could be stated that microfinance may not be the panacea for every context that 
creates poverty but it could be definitely a solution in a particular situation. Schreiner clearly 
talked about the 'third way' in the area of micro finance by highlighting the commitment to social 
integrity along with economic approaches. Even though the concept originated from the 
developed country's perspective, a broader perspective of it can be used to fit into the existing 
model of microfinance and bring about changes in the existing form (Schreiner & Morduch, 
Opportunities and Challenges for Microfinancein the United States, 2002). At the end, we have 
to make sure that we, as a social worker should emphasis not always for profit making but to 
help people that we agreed to work with so that people can afford to have a better future and 
better tomorrow. The joint venture of different social service organizations, as well as the 
economically active segment population, would offer a better quality of life by reintegrating 
them to the mainstreams of our society.   
Limitations of the study 
The paper highlighted mainly on the holistic approach and client-centered development of the 
individuals while using microfinance as a powerful tool. The other important part could be the 
right based approach where the paper hardly focused on. Also, the paper did not get an 
opportunity to explore about microfinance from the financial inclusion perspective.  
Future research possibilities 
There is much scope to undertake research to suggest means and ways to make microfinance as a 
more effective appraisal system. Microfinance can be used as an instrument for organizing own 
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self for their own interest so that people can promote for the voice to address their needs. 
Financial literacy is yet another area which needs to be focused on. Therefore further research 
needs to be done to look profoundly into the fact whether microfinance is utilized as the best tool 
for the overall development of the individuals in the society or it has been used as a tool to make 
people more dependent instead of being independent.  Another possibility may be researching 
and developing a model to take care of all the issues which have been already deliberated. 
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